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Sect ion 1 .SOl(c)(3)%a ) (  1) of t h e  Tncoma Tax P.egulatjans provides 
t l ~ n t  i n  orc!er t o  h e  exenpt as an or7anizat ion described i n  s e c t i o n  
5 0 1 ( c ) ( 3 ) ,  an organ iza t ion  must he both :trpanizc?d and opernted excltr- 
s i v e l y  For one o r  more purposes specifiec.! i n  t h ~ t  sec t ion .  If an 
o r ~ a n i z a t i o n  f n l l u  t o  meet e i t h e r  the o r ~ e n i z ~ r i o n f l l  o r  the! opera t ione l  
t e s t ,  i t  is not sxeilpt.  

Secti,on 1 . 5 0 : ( ~ ) ( 3 ) - l ( c ) (  1) of t h e  Income Tax Regulatj.ons provides 
t h a t  an o r g ~ n i z a t  ion vi i  l l  be rexarded a s  "operated exclus ively"  f o r  one 
o r  more exenpt purposes only ?f i t  onEagee pr imar i ly  i n  a c t i v i t i e s  which 
accomplish olrc o r  ~ o r t ?  of  such exempt purposes specified i n  s e c t i o n  
5Cl (c ) (  3) of t h e  Codc. An organizat ion w i l l  not be eo reflarded i f  nore 
than an insubstantial par t  of i t s  nc t iv i t i c f i  i n  not i n  fu r the rance  of an 
exempt purpose. 

The  presence of n s i n g l e  nonclirrritable, noneducat.i.ona1, o r  n o n s c i e n t i f i c  
purpose o r  a c t i v i t y ,  i f  s u b s t ~ n t i a l  i n  na tu re ,  w i l l  preclude exemption 
regard less  of t h e  nur!her o r  i rpor tance  of t r u l y  c h a r i t a b l e ,  educat ional ,  
o r  s c i e n t i f i c  purcoses o r  a c t i v i t i e s .  See p e t t e r  Rusinaers Rureau v. 
U.S., 326 U.S .  279 ( 1 9 4 5 ) .  - 

I t  i s  an e s t a b l i s h e d  p r i n c i p l e  under t h e  law of c h a r i t a b l e  t n r e t s  
t h a t  t h e  ~ ~ r o m o t i o n  of h e a l t h  c o n n t i t u t e ~  a c h n r i t a b l e  trumt and t h e r e f o r e  
i s  considcred a c h a r i t a b l e  purpose wi th in  t h e  meaning of s e c t i a n  501(c)(3).  
See E a ~ t e r n  Yemucky Welfnre Rights Orgonieation v. Simon, 506 F. 2d 1278 
(D.c. C i r .  1974), vncated on o t l ~ e r  grounds -' 426 U.S. 26, 46 (1975). 
Ilowever, the  "promotion of heal th"  rule under t h e  1riw of c h a r i t a b l e  t r u s t s  
~ R O  two l i m i t a t i o n s .  The f i r s t  l i n i t a t i o n  is  thn t  t h e r e  must not be n 
l i n i t e d  c lnas  of benef i c i a r i o a .  I n  other words. the  class  muet ba s u f f i -  
c i e n t i y  l a r g e  s o  t h a t  t h e  community as n whole benef i t s .  Restatement 
(Second) of Trus ts  d 3 G I ,  Ccmment b (1959); XV A. S c o t t ,  Scott  on Trodts 
3 372.2 (3d  e d .  1967) [ h e r e i n a f t e r  c i t e ?  a s  Scot t  on ~rus ' i r s l .  Second, en 
e n t i t y  which promotes hea l th  wi l l  not be considered chnr i table .  if f t  is 
conducted f o r  t h e  f i n a n c i a l  henef i t  of t h e  owner. Scot t  on Trus t s  fi 
372.1. These l i m i t a t i o n s  a r e  t h e  sane ae t h e  provis ions  of s e c t i o n  
1 0 1 c  3 ) l  ) i ) rhn t  s e c t i o n  provide6 t h a t  an exempt o r ~ a n i z m t i o n  
must aerve a publ ic  r a t h e r  than a p r i v a t e  i n t e r e s t .  The o r ~ n n i z n t i o n  
nust demonstrate t!lnt i t  i e  not organized or  operated t o  banef i t  p r l v a t e  
i n t e r e e  t s  ouch as  "designated ind iv idua l s ,  t h e  c r e a t o r  o r  h i s  f a n i l y ,  
ahareholders  of t h e  o r ~ a n i z a t i o n ,  or persons cent  r o l l e d ,  d i r e c t l y  o r  
tn : ' i rec t ly ,  by such p r i v a t e  in te res t s . "  

Rased on t h e  illformat ion submitted,  we have conclrldod t h a t  you do ,,, 

not q u a l i f y  f o r  exenption under eec t ion  501(c)(3) of t h e  Code. Your -- .. 
a c t i v i t i e s  of connecting your provider  ncnbers w i t h  p a t f e n t s  through #!C:p . - 
con t rac t8  with employera a r c  not a c t i v i t i e s  which iccornplish one o r  more 4LA/;'. 
of t h e  exempt purposeo s p e c i f i e d  i n  eec t ion  501(c)(3). There fr no ibP. "$:<,: 
evidence t h n t  your o c t i v i t i e e  promote t h e  genera l  hea l th  of t h e  comnunity. 
Your a c t i v i t i e e  f u r t h e r  t h e  common bueineee i n t e r e s t  of your menhcr 
providere .  There i e  nothing inheren t ly  c h a r i t a b l e  o r  educat ional  i n  t h e  
performance of adn in i s  t r u t  i v e  func t ions  f o r  phyoicinna whose medical c a r e  
d e l i v e r y  i~ not dependent on such ccrvices .  These a c t ? v i t i e s  a r e  not of 
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